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SUMMARY 


The  current  North  American  recession  is  well  manifest  in  Ontario's  present 
weak  industrial  performance.  Flat  North  American  markets  for  Ontario  -  produced 
manufactured  goods,  especially  autos,  to-date  in  1980,  have  led  to  a  sharper 
downturn  in  Ontario  industries  than  in  Canada. 


As  1980:2  manufacturing  capacity  utilization  dropped  to  its  lowest  level  since 
1962,  Ontario  manufacturing  production  plunged  at  a  16  per  cent  annual  rate. 

.  In  1980  to-date,  Ontario  manufacturing  production  lags  its  year-earlier 
levels  by  5.3  per  cent  vs.  1.7  per  cent  for  Canada.  * 

.  While  Ontario  employment  is  still  marginally  ahead  of  year-earlier  levels, 
Ontario's  share  in  Canadian  manufacturing  job  creation  has  slipped  to  24.6 
per  cent  from  59.6  per  cent  last  year. 

.  Ontario's  transportation  equipment  and  apparel  industries,  which  created 
36,000  new  jobs  in  1979,  have  already  lost  39,000  jobs  in  1980. 

With  consumer  and  producer  confidence  currently  very  weak,  producer  and 
trade  sector  inventories  rising  faster  than  justified  by  sales  (despite  high  carrying 
costs)  and  new  orders,  in  1980  to-date,  falling  far  behind  the  rate  of  inflation, 
manufacturing  production  prospects,  in  1980,  are  very  weak.  The  1980  industrial 
outlook  indicates  that: 

.  Ontario  manufacturing  production  will  fali  5.5  per  cent  in  volume;  Canada's 
only  3.2  per  cent. 

.  Ontario  total  production  will  decline  by  almost  2  per  cent;  Canada's  by  only 
0.2  per  cent. 

From  a  1979  peak  to  1980  trough,  Ontario  is  projected  to  suffer  a 
considerably  larger  total  production  decline  of  2.7  per  cent  than  Canada's  1.4  per 
cent  drop: 

.  Ontario's  1980  recession  will  see  at  least  as  large  peak-to-trough  industrial 
production  declines  as  in  1974-1975,  while; 

.  The  Canadian  recession  may  be  marginally  deeper  than  in  1974-1975. 

The  near-term  outlook  for  Ontario  industrial  production  and  employment  is 
clouded  by: 

.  The  severity  and  duration  of  the  recession  in  the  U.S.A.,  where  output  is 
expected  to  fall  at  least  1.5  per  cent  this  year,  with  no  recovery  before 
mid-1931  and; 

.  The  uncertain  path  of  Canadian  energy  prices. 


(ii) 


With  the  scope  for  Canadian  federal  stimulus  limited  by  a  large  deficit,  heavy 
debt-service  and  oil  subsidy  charges  and  weakness  in  the  Canadian  balance  of 
payments,  the  onus  for  stimulus  may  be  pushed  back  on  provincial  governments. 

Despite  the  recession's  current  firm  grip  on  the  Province's  industrial  sector, 
there  are  several  more  promising  indicators  of  prospective  performance 
improvement: 

.  The  electrical  products,  chemical  products  and  furniture  industry  groups  all 
show  strong  employment  gains  and  job  creation  that  outpaces  the  nation 
over  the  last  year.  The  furniture  industries  in  particular  have 
demonstrated  a  major  turnaround  in  employment  and  production. 

.  [Mining  and  the  manufacturing  sector  as  a  whole  have  revised  upwards  their 
preliminary  1980  investment  plans.  These  sectors'  more  optimistic 
investment  intentions  are  joined  by  like  confidence  on  the  service  industry 
side,  including  transportation,  communication  and  utilities;  trade; 
commercial  services;  and  the  institutional  and  government  sectors. 

.  Within  the  manufacturing  sector,  a  number  of  recently  weak  industrial 
groups  —  including  transportation  equipment,  metal  fabricating, 
machinery,  primary  metals,  textiles,  furniture,  clothing,  leather,  and 
tobacco  products  —  all  currently  report  planned  increases  in  new  plant  and 
equipment  spending  above  the  provincial  average. 


.  Total  Ontario  investment  plans  are  now  up  16.3  per  cent  from  1979  levels, 
higher  than  national  intentions,  currently  14.8  per  cent  above  last  year. 
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I.  INTRODUCTION 


The  near  term  outlook  for  Ontario  industrial  production  is  clouded  by  a 
number  of  uncertainties: 

.  the  severity  and  the  duration  of  the  North  American  recession; 

.  the  sharpness  of  possible  inventory  corrections; 

.  the  uncertain  path  of  Canadian  energy  prices,  and; 

.  possible  anti-recession  moves  in  the  U.S.A. 

.  the  impact  of  U.S.  energy  price  deregulation,  by  the  end  of  1981,  on 
Ontario  auto  exports;  and 

.  the  size  of  the  shift  in  housing  demand  away  from  new  housing  to  the 
renovation  market,  and  its  effects  on  the  construction  and  housing-related 
manufacturing  industries. 

These  uncertainties,  and  the  broad  context  of  the  recessionary  economic 
environment  in  North  America  provide  the  main  parameters  for  the  following 
analysis  of  Ontario's  current  industrial  performance,  and  its  short-term  industrial 
outlook. 


II.  THE  ECONOMIC  ENVIRONMENT 
1.  The  U.S.  Recession 

Sharply  tightened  monetary  policy  and  an  overextended  consumer  sector  have 
now  definitely  precipitated  the  long-expected  U.S.  recession. 

In  the  second  quarter  of  1980,  U.S.  G.N.P.,  adjusted  for  inflation,  dropped 
sharply  at  a  9.0  per  cent  annual  rate,  after  growth  of  only  1.2  per  cent  in  the  first 

quarter. 


Autos  and  housing  have  been  the  hardest  hit  U.S.  sectors,  to-date: 

.  U.S.  Housing  starts  dropped  to  1.27  million  annual  rate  in  the  month  of  duly, 
from  their  peak  of  2.2  million  in  May  1978. 

.  Unit  auto  sales  plunged  to  a  7.4  million  annual  rate  in  June  from  a  record 
10.2  million  in  April  of  1978.  June  also  saw  the  trough  in  sales  of  domestic 
cars,  a  5.2  million  annual  rate.  By  August  total  and  domestic  car  sales  have 
advanced  only  marginally,  to  8.6  and  6.5  million  rates  respectively. 

.  This  cyclical  downturn  in  autos  has  been  aggravated  by  a  sharp  shift  in 
consumer  preference  to  fuel-efficient  cars  triggered  in  part  by  the  U.S. 
administration's  commitment  to  deregulate  energy  prices  by  the  end  of  1981. 

While  this  U.S.  recession  is  not  expected  to  be  as  severe  as  in  1974-1975, 
further  rounds  of  O.P. E.C.  price  hikes  or  more  consumer  retrenchment  could  tip 
the  U.S.  economy  into  a  considerably  more  severe  recession.  Even  barring  such 
bearish  developments,  the  recovery  from  the  current  U.S.  recession  is  expected  to 
be  slow.  The  forecast  consensus  now  emerging  is  for  a  slowdown  in  U.S.  economic 
activity  continuing  until  mid-19Sl.  U.S.  real  growth  in  1981  will  advance  little 
more  than  1  per  cent,  after  a  drop  of  as  much  as  1.5  per  cent  this  year.  The 
upcoming  U.S.  Presidential  election  makes  it  unlikely  that  any  significant  fiscal 
stimulus  will  take  effect  before  early  next  year. 


' 
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2.  Constraints  on  Canadian  Policy  Initiatives 

Unlike  the  1974-197.5  experience,  Canadian  stabilization  policy  cannot  be 
expected  to  move  strongly  to  cushion  the  impact  of  the  continental  recession.  The 
scope  of  monetary  policy  is  expected  to  be  limited  by  the  Bank  of  Canada's  stated 
intention  to  resist  inflationary  pressures. 

While  there  may  be  some  room  for  monetary  policy  manoeuvering  should  the 
recession  deepen,  fiscal  elbow-room  is  already  severely  constrained  by  the  high 
interest  charges  on  a  public  debt  of  $68  billion,  the  oil  import  compensation 
scheme  and  by  concern  about  the  weakness  of  the  Canadian  balance  of  payments 
position: 

.  Interest  charges  on  the  public  debt  were  $8.3  billion  dollars  in  the  1979- 
1980  fiscal  year  (up  an  average  of  $1.1  billion  a  year  since  the  1974-197,5 
recession),  severely  constraining  federal  fiscal  flexibility. 

.  This  year,  interest  charges  are  expected  to  rise  by  a  further  $1.8  billion. 

.  Federal  subsidies  on  imported  oil  are  expected  to  rise  to  $3.7  billion  in  the 
current  fiscal  year. 

.  Despite  a  16.9  per  cent  decline  in  the  value  of  the  Canadian  dollar  since 
August  1976,  growth  in  Canadian  export  volumes,  after  an  acceleration  to 
9.9  per  cent  growth  in  1978,  has  slowed  sharply.  The  volume  of  1980 
exports  is  forecast  to  decline  between  4  and  5  per  cent.  Consequently,  the 
current  account  deficit  is  expected  to  reach  $3.3  billion  in  1980  —  an 
increase  of  $0.6  billion  from  1973,  the  last  recession  year. 

Consequently  the  policy  response  to  this  recession  will  be  significantly 
limited  by  Canadian  budgetary  and  external  imbalances.  Under  these  circumstan¬ 
ces,  the  onus  to  undertake  fiscal  stimulus  now  rests  with  the  provinces.  Those  now 
in  budgetary  surplus  will  hesitate  to  provide  stimulus,  concerned  about  possible 
"over-heating"  of  their  economies,  while  provinces  with  budgetary  deficits  and 
weaker  economies  will  be  reluctant  to  see  their  deficits  rise  further. 

At  the  same  time,  Canadian  energy  price  increases  will  exert  significant 
downward  pressure  on  production  and  employment  in  a  number  of  energy-intensive 
industries,  while  bringing  these  industries  under  greater  cost  competitiveness 
pressures  by  pushing  up  product  prices.  Canadian  inflation  rates  will  also 
accelerate  due  to  the  impact  on  food  prices  of  the  drought  in  Western  Canada.  In 
the  U.S.,  on  the  other  hand,  relatively  lower  interest  rates  and  smaller  energy  price 
rises  will  slow  inflation  somewhat.  Both  potential  erosions  of  cost  competitiveness 
may  weaken  prospects  in  a  number  of  industries  such  as  primary  metals,  rnetal 
fabricating,  autos  and  auto  parts,  pulp  and  paper,  chemicals  and  rubber  and  plastic 
products. 


•  - 
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III.  THE  ECONOMY  IN  RECESSION 
1.  Industrial  Overyiew 

With  the  Canadian  economy  now  officially  in  recession,  after  successive 
quarterly  declines  in  G.N.E.  of  2.3  and  4.3  percent,  at  annual  rates,  in  the  first  half 
of  1980,  most  indicators  of  economic  and  industrial  activity  are  showing  sharply 
weakening  trends.  In  many  cases,  this  weakness  is  more  pronounced  in  Ontario 
than  in  Canada.  Indicators  for  Ontario  and  Canadian  performance  are  outlined  in 
Tables  1  &  2.  The  following  highlights  are  noteworthy: 

.  Canadian  retail  sales  value  growth  came  to  a  halt  in  1980:2.  In  Ontario, 
sales  declined  at  a  4.7  per  cent  annual  rate,  as  North  American  auto  retail 
sales  dropped  at  13.8  and  21.9  per  cent  annual  rates  respectively  in  Canada 
and  Ontario. 

.  The  housing  starts  downtrend  continues  unchecked.  Recent  data  for  urban 
centres  shows  1980:2  Ontario  starts  down  28.7  per  cent  from  year-earlier 
levels  —  22.1  per  cent  in  July  —  while  comparable  Canadian  starts  are 
down  23.5  per  cent  —  13.7  per  cent  in  July.  Since  1979,  Ontario's  share  of 
Canada's  urban  housing  starts  has  fallen  10.6  per  cent  —  since  1978,  18.8 
per  cent. 

.  Manufacuiuring  shipments  growth  to-date  in  1980,  has  been  very  weak  with 
Canadian  and  Ontario  shipment  values  up  only  8.6  and  4.3  per  cent 
respectively  from  year-earlier  levels.  This  is  before  any  adjustment  for 
manufacturing  sector  inflation,  running  at  14.2  per  cent  over  the  same 
period. 

.  Plunging  auto  production  accounted  for  much  of  the  weakness  in  shipments, 
especially  in  Ontario  where  shipments  fell  2.3  and  1.3  per  cent  in  May  and 
June,  from  vear-earlier  levels.  To-date,  Ontario  has  experienced  a  22.9 
per  cent  decline  in  transportation  equipment  shipments;  Canada  a  15.2  per 
cent  decline. 

.  Nonetheless,  manufacturing  weakness  is  wide-spread,  with  only  six  of 
twenty  Ontario  manufacturing  sectors  experiencing  growth  in  shipment 
values  in  excess  of  price  increases  this  year. 

.  Manufacturing  capacity  utilization  in  the  second  quarter  dropped  sharply  to 

79.6  per  cent  from  84.6  per  cent  a  year  ago  --  reaching  its  lowest  level 
since  1962.  Second  quarter  operating  rates  dropped  particularly  sharply  in 
transportation  equipment  (84.4  to  62.3  per  cent),  rubber  and  plastic  (91.8  to 

76.6  per  cent),  non-metallic  minerals  (71.6  to  61.7  per  cent),  clothing  (95.0 
to  80.3  per  cent),  textiles  (97.6  to  90.3  per  cent),  wood  products  (75.4  to 
64.1  per  cent),  furniture  (70.4  to  66.1  per  cent),  and  miscellaneous 

'manufacturing  (98.2  to  90.5  per  cent).  Only  food  and  beverages  and 
printing  and  publishing  are  operating  at  higher  rates  now  than  twelve 
months  ago. 


i? 
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ONTARIO  PERFORMANCE  INDICATORS,  197S-19S0 
(Seasonally  Adjusted) 

TABLE  1 

197S  1979  1 9  SO:  1 

19S0:2 

MAY 

JUNE 

JULY 

Man.  Shipments 

65.217.5 

75,941.7 

79,236.8 

80,028.2 

79,832.2 

80.034.4 

— 

(3  Millions) 

17.3 

16.4 

6.8 

2.0 

-2.3 

-1.3 

— 

. Trans. Eq. Ship. 

14.666.6 

15,311.3 

13,772.9 

13,118.1 

12,942.3 

12.467.2 

-- 

17.2 

4.4 

-22.5 

-23.4 

-31.9 

-27.2 

— 

* 

Housing  Starts 

61  ,925.0 

47,759.0 

27,312.0 

34,516.0 

30,384.0 

43,524.0 

40,620.0 

(Urban) 

-11. S 

-22.9 

19.2 

-28.7 

-47.2 

-13.8 

-22. 1 

Retail  Sales 

25,171.7 

27,476.6 

28,677.8 

28,333.0 

28,505.9 

28,548.2 

_ 

(3  Millions) 

11.0 

9.2 

5.9 

-4.7 

2.0 

0.1 

— 

•N.A.  Passenger 

2,159.1 

2,403.0 

2,259.5 

2,344.3 

2,265.6 

2,264.2 

— 

Vehicles 

11.3 

11.3 

5.3 

-21.9 

-30.2 

-26.0 

— 

Unemol.  Rate(%) 

7.2 

6.5 

6.7 

7.4 

7.6 

7.5 

6.9 

Employment 

3,846.5 

4,008.7 

4,055.0 

4,044.7 

4,025.0 

4,057.0 

4.057.0 

(000's  L.F.S.) 

3.6 

4.2 

0.4 

-1.0 

-0.7 

O.S 

0.0 

♦ 

Employment 

3. 846. 5 

4,008.7 

3,949.7 

4,047.3 

4,032.0 

4,152.0 

4.207.0 

(000’s  L.F.S.)* 

3.6 

4.2 

2.  1 

1.2 

0.5 

1.6 

1.0 

.Prirnarv  Ind. 

183.2 

191.2 

194.3 

212.7 

214.0 

2  i  S  .  0 

222.0 

0.7 

4.4 

10.6 

6.7 

4.4 

6.9 

8.3 

•  Manufacturing 

943.1 

1,011.2 

1,005.3 

1,006.3 

991.0 

1,026.0 

i  .015.0 

3.9 

7.2 

2.1 

1.2 

1.2 

1.1 

-1.7 

•  Construction 

226.4 

226.5 

198.0 

218.3 

221.0 

234.0 

247.0 

0.3 

0.0 

5.5 

-1  .9 

-4.7 

-1.7 

-4.3 

Ind.  Empl.  Index1 

151.3 

155.3 

156.7 

155.0 

154.2 

154.6 

_ 

(1961=100) 

2.3 

2.6 

C.  9 

-4.3 

-1.3 

0.3 

— 

Total  Ji^ekly 

Hours 

24, 158.3 

24.841.2 

23,716.9 

(000's)  „ 

1.1 

2.8 

-0.6 

— 

— 

— 

— 

•  Mining 

777.  1 

776.4 

882.7 

— 

— 

— 

— 

-17.  1 

-0. 1 

48.7 

— 

— 

— 

— 

•  Manufacturing 

21,099.8 

21 ,942.9 

21 . 161.6 

— 

— 

— 

— 

m  r 

L  .  O 

4.0 

-1.9 

— 

— 

— 

— 

.Construction 

2,281.5 

2,121.9 

1,672.6 

— 

— 

— 

— 

-4.5 

-7.0 

-2.3 

— 

— 

-- 

Wages  and 

Salaries 

49,  103.8 

53,902.0 

57, 20S. 7 

57,975.5 

57,974.5 

58.449.7 

(3  Millions) 

8.5 

9.8 

12.7 

5.5 

O.S 

O.S 

— 

Source:  Statistics  Canada 

Note:  Per  cent  growth  appears  beiow  the  levels  figures.  For  seasonally  adjusted  data, 

quarter  to  quarter  growth  is  expressed  at  annual  rates;  month  to  month  growth 
at  monthly  rates.  For  unadjusted  data,  all  growth  rates  are  over  corresponding 
year-earlier  figures. 

*  Seasonally  unadjusted  data.. 

1.  Excludes  agriculture,  fishing,  trapping,  public  administration  and  dete.nce,  and' 
non-commercial  services,  as  well  as  firms  employing  less  than  20  workers. 

2.  Mining,  manufacturing  and  construction;  wage  earners'  employment  only. 
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CANADIAN  PERFORMANCE  INDICATORS,  197S-19S0 
(Seasonally  Adjusted) 

TABLE  2 

197S  1979  19S0: 1 

19SQ:2 

MAY 

JUNE  JULY 

Real  G.N.P. 

125,995.0 

129,439.0 

129,696.0 

12S,2S0.0 

— 

— 

— 

11971  $  Millions) 

3.4 

2.7 

-2.5 

-4.3 

— 

— 

— 

.Final  Domestic 

129,573.0 

132,032.0 

132.S00.0 

131,644.0 

— 

— 

— 

Demand  , 

Merch.  Exports1 

2.0 

1.9 

0.7 

-3.4 

— 

— 

— 

52,752.0 

65, 170.0 

74,496.0 ' 

71 ,52S.O 

69,180.0 

71,412.0 

71  ,940.0 

($  Millions)  ^ 

Merch.  Imports1 

19.2 

23.5 

IS. 5 

-15.0 

-6.5 

3.2 

0.7 

49,151.0 

61 , 19S.0 

67,316.0 

66 , 54S  .0 

62,220.0 

61,164.0 

67,72S.0 

Merch.  Balance^ 

IS. 4 

24.5 

14.9 

-4.5 

-18.4 

-1.7 

10.7 

3,601.0 

3,972.0 

7,180.0 

4 , 9S0 . 0 

6,960.0 

10,248.0 

4,212.0 

Goods  and 

Services  Balance 

-5,0S9.0 

-5,760.0 

-3,324.0 

-6,336.0 

— 

— 

— 

Real  Dorn.  Prod. 

134.3 

138.5 

139.2 

13S .  1 

137.9 

137.4 

„ 

(1971=100)  ? 

.Indust.  ProdC 

3.5 

3.1 

-0.9 

-3.1 

-0.8 

-0.4 

— 

129.0 

135.0 

134.9 

132.0 

131.1 

130.9 

— 

4.1 

4.7 

-2.3 

-S.3 

-2.1 

-0.2 

— 

.Manufacturing 

129.2 

134.2 

133.5 

129.4 

128.4 

128.2 

-- 

Production 

5.7 

3.9 

-3.5 

-11.7 

-2.4 

-0.2 

— 

Manufacturing 


shipments 

129,246.0 

151,728.0 

160,227.0 

163,620.0 

163,760.0 

165,968.0 

_ 

(5  Millions) 

18.6 

17.4 

11.7 

5.8 

2.6 

3.8 

— 

.Trans.Eq.  ^ 

18,270.4 

19,920.9 

18,795.2 

13,572.4 

18,517.2 

17,974.8 

— 

Shipments  # 

20.0 

9.0 

-14.6 

-15. S 

-22.4 

-19. S 

— 

.Mot.Vehicles 

1,366.5 

1,396.4 

1.256.0 

1,399.4 

1,362.0 

1,342.5 

— 

(Units  000's) 

1.6 

2.2 

-3.1 

-18.2 

-25.0 

-22.3 

— 

Manufacturing 

O 


Shipments 

129,246.0 

151,728.0 

162,253.0 

156.562.0 

155,920.0 

157,313.0 

— 

(S  Millions) 

18.6 

17.4 

10.3 

-13.3 

-0.3 

0.9 

— 

. Trans. Eq.Ship. 

18,270.4 

19,920.9 

17 , 8S4 . 4 

16,650.8 

16,897.2 

16,267.2 

— 

20.0 

9.0 

-19.8 

-24.9 

0.7 

-3.7 

— 

•Orders 

132,593.0 

154,9 00.0 

166,852.8 

153,401.2 

153,487.2 

154,030.8 

— 

($  Millions) 

20.0 

16.8 

12.5 

-28.6 

0.5 

0.4 

— 

* 

Housing  Starts 

178,678.0 

151,71 7.0 

92,348.0 

122,632.0 

117,324.0 

136,872.0 

133,404.0 

(Urban) 

-10.3 

-15.1 

-11.8 

-25.5 

-37.9 

-20.5 

-13.7 

Retail  Sales 

68,740.7 

76,954.6 

80.352.4 

80.358.6 

80,337.8 

81,438.6 

_ 

($  Millions) 

11.7 

11.9 

6.9 

0.0 

1.3 

1.4 

— 

5,381.9 

6,355.1 

5,942.2 

6.875.9 

6,633.3 

6,595.4 

— 

Vehicles* 

10.6 

18.1 

C.5 

-13.8 

-22.1 

-16.4 

— 

C.P.I.* 

175.1 

191.2 

202.0 

207.6 

207.6 

209.9 

211.5 

(1971=100) 

8.9 

9.1 

9.4 

.  9.6 

9.4 

10.1 

10.1 

Unemol.Rate(°6) 

8.4 

7.5 

7.4 

7.7 

7.8 

7.8 

7.6 

Employment 

9,969.9 

10.367.5 

10,612.3 

10,612.3 

10,569.0 

10,631.0 

10,628.0 

(000' s  L.F.S.) 

3.3 

4.0 

3.2 

0.0 

-0.6 

0.6 

-0.0 

Ind.Empi.Index'’ 

146.6 

150.7 

152.8 

151.9 

151.6 

151.5 

__ 

(1961=100) 

1.6 

2.8 

1.7 

-2.2 

-0.7 

-0.  1 

— 

Total  Weekly 

Hours  (OGG's) 

52,031.8 

53,531.4 

50,922.2 

— 

— 

— 

— 

2.0 

2.9 

0.2 

— 

— 

— 

— 

Wages  and 

120,031.0 

133,282.0 

142,722.0 

145.S44.0 

145,494.0 

146,616.0 

_ 

Salaries 
($  Millions) 

8.8 

11.0 

12.1 

9.0 

0.1 

0.8 

Source:  Statistics  Canada. 

Note:  Per  cent  growth  appears  below  the  levels  figures.  For  seasonally  adjusted  data. 

quarter  to  quarter  growth  is  expressed  at  annual  rates;  month  to  month  growth 
at  monthly  rates.  For  unadjusted  data,  all  growth  rates  are  over  corresponding 
year-earlier  figures. 

*  Seasonally  unadjusted  data. 

!.  Baiance-of-payments  basis. 

2.  Mine,  manufacturing  and  utilities  production. 

3.  Excludes  agriculture,  fishing,  traoping.  public  administration  and  defence,  and 
non-commercial  services,  as  well  as  firms  employing  less  than  20  workers. 

Mining,  manufacturing  and  construction;  wage  earners'  employment  only. 
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2.  Manufacturing  Production  and  Job  Developments 

(a)  Production  volume  statistics  by  sector  confirm  the  grim  story  presented  by 

G.N.E.,  capacity  utilization  rates,  and  other  performance  indicators,  and  highlight 

the  extent  to  which  this  recession  is  falling  disproportionately  on  Ontario: 

.  Canadian  Real  Domestic  Product,  or  production  in  all  sectors,  has  fallen  in 
both  quarters  of  1980  --  at  a  3.1  per  cent  annual  rate  of  decline  in  the 
second  quarter.  Total  Canadian  production  in  the  first  half  of  1980  stands  a 
scant  0.8  per  cent  above  its  levels  a  year  ago. 

.  Ontario  production  declines  have  been  far  steeper,  with  declines  at  4.7  and 
4.1  per  cent  annual  rates  in  the  first  two  quarters  of  the  year.  1980 

Ontario  production  now  stands  a  full  1.5  per  cent  below  year-earlier 

levels. 

(b)  Sharp  declines  in  manufacturing  production,  particularly  in  Ontario,  as  well 
as  weak  construction  activity  account  for  much  of  the  decline  in  output: 

.  1980  Canadian  manufacturing  output  to-date  stands  1.7  per  cent  below 
year-earlier  levels.  After  its  second  quarter  plunge  at  an  11.6  per  cent 
annual  rate,  the  quarter's  production  was  down  2.8  per  cent  from  1979:2. 

.  After  a  second  quarter  free-fall  of  16.1  per  cent  at  annual  rates  --Ontario 
manufacturing  production  for  the  quarter  stood  5.9  per  cent  below  year- 
earlier  levels.  For  the  first  half  of  the  year,  production  is  down  5.3  per 
cent  from  a  year  ago. 

(c)  Within  manufacturing,  the  first  half  of  1980  has  seen  sharp  declines  in 
production  volumes,  from  year-earlier  levels,  in  transportation  equipment,  rubber 
and  plastic  products,  non-metallic  minerals,  clothing,  and  metal  fabricating 
industries: 

.  The  transportation  equipment  and  apparel  industries  created  36,000  new 
Ontario  jobs  in  1979.  To-date  in  1980,  they  have  lost  39,000  jobs  from  the 
same  period  last  year. 

.  To-date  in  1980,  rubber  and  plastics,  electrical  products,  primary  metals, 
machinery  and  chemical  products  are  maintaining  employment  levels  but 
may  face  job  losses  as  the  recession  spreads. 


(d)  Fortunately  these  dramatic  production  declines  have  not  as  yet  been  matched 
in  job  trends,  although  layoffs  can  be  expected  to  accelerate  sharply  if  production 
remains  at  these  depressed  levels  for  long. 

.  'Ontario  manufacturing  employment  stood  2.1  and  1.2  per  cent  respectively 
above  year-earlier  levels  in  the  first  two  quarters  of  1980,  despite  the 
decline  in  total  weekly  hours  worked  in  manufacturing  which  is  under  way. 

.  Ontario  manufacturing  job  growth  in  the  first  half  of  the  year  slowed  to 
only  16,000  over  the  same  period  last  year.  Canada's  manufacturing 
industries  meanwhile  created  65,000  jobs;  consequently, 

.  Ontario's  share  of  Canadian  manufacturing  job  creation  has  slipped  to  24.6 
per  cent  in  the  first  half  of  1980,  from  a  high  of  59.6  per  cent  last  year. 


. 
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(e)  With  weakness  in  both  the  construction  and  manufacturing  sectors,  Ontario 
commercial  service  employment  in  transportation,  communication  and  utilities, 
trade,  and  finance,  insurance  and  real  estate  has  experienced  poor  performance. 
Unlike  the  1974-1975  recession,  public  sector  restraint  is  resulting  in  further 
employment  declines  in  non-commercial  services: 


.  Ontario  service  sector  job  creation,  as  a  result,  slowed  to  32,000  in  the 
first  half  of  1980,  down  by  more  than  60  per  cent  from  the  sector's  1979 
performance,  and; 

.  Ontario  service  sector  activity  to-date  in  1980,  is  up  a  bare  0.7  per  cent 
from  a  year  ago  vs.  1.9  per  cent  in  Canada. 


These  trends  in  production  and  employment  are  illustrated  in  Table  3  and 
Figure  1. 


MANUFACTURING  PRODUCTION  GROWTH:  FIRST  HALF  1980 

(Per  Cent  Change  From  Year-Earlier  Levels)  FIGURE  1 
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ONTARIO  AND  CANADA  MANUFACTURING  INDUSTRIES,  1979,  1980  to-Date 

(Per  Cent  Growth  from  Year-Earlier  Levels)  TABLE  3 
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3.  Consumer  Confidence  and  Buying  Plans  Plunge 

(a)  Weakness  in  exports  and  in  the  durable  goods  sector,  located  largely  in 
Ontario,  accounts  for  much  of  Ontario's  relatively  weaker  performance.  As  the 
economy  enters  a  recession,  consumers  typically  retrench  by  letting  durable  goods 
purchases  fall  relative  to  purchases  of  non-durable  goods. 

.  In  the  last  recession,  the  ratio  of  durable  to  non-durable  manufacturing 
shipments  fell  to  78.7  per  cent  in  1974:3,  from  95.6  per  cent  in  1973:2. 

.  Already  in  the  current  recession,  the  second  quarter  durable  shipments 
ratio  has  fallen  to  79.0  per  cent,  from  91.9  per  cent  in  1978:2  --  the  lowest 
second  quarter  ratio  in  10  years. 

(b)  This  reflects,  in  part,  the  1980:2  decline,  to  an  all-time  low,  in  the  index  of 
consumer  attitudes  as  surveyed  by  the  Conference  Board.  Confidence  was  sapped 
by  increasing  concerns  about  job  prospects,  inflation  and  high  interest  rates: 


.  Only  17.1  per  cent  of  the  respondents  felt  that  it  was  a  good  time  to  make 
a  major  purchase  —  less  than  half  the  rate  a  year  ago. 

Consumer  spending  plans  consequently  have  slumped  sharply: 

.  House-buying  plans  are  off  significantly,  along  with  plannned  purchases  of 
household  appliances,  furniture,  and  floor  coverings. 

.  Only  intentions  to  buy  new  autos  during  the  last  six  months  of  1980  have 
shown  any  improvement  --  a  slight  recovery  from  the  very  depressed  levels 
reported  in  the  first  quarter  survey. 


4.  Indicators  of  Future  Business  Conditions 

Other  indicators  of  future  demand  for  manufactured  goods  offer  little 
evidence  of  a  quick  turnaround  in  production  prospects  . 

(a)  New  manufacturing  orders  through  June  1980,  are  up  only  6.2  per  cent  from 
the  same  period  last  year,  with  all  the  strength  in  the  first  quarter,  followed  by  a 
28.6  per  cent  annual  rate  of  decline  in  the  second  quarter.  Since  manufacturing 
prices  have  risen  by  14.2  per  cent  over  the  same  period,  this  means  a  substantial 
fall  in  the  volume  of  new  orders. 

.  New  orders  of  transportation  equipment  (including  motor  vehicles)  have 
dropped  24.5  per  cent  from  a  year  ago. 

.  ,New  and  unfilled  orders  for  rubber  and  plastic,  leather,  textiles,  clothing 
and  primary  metals  have  significantly  weakened  this  year. 

.  Only  machinery,  metal  fabricating  and  miscellaneous  manufacturing  sec¬ 
tors  have  experienced  strong  advances. 
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(b)  A  July  survey  of  Canadian  manufacturers,  accounting  for  more  than  50  per 
cent  of  manufacturing  shipments,  conducted  by  Statistics  Canada  confirmed  the 
manufacturing  sector's  pessimism  about  its  near-term  prospects.  Export  and  such 
intermediate  goods  industries  as  primary  metals  and  metal  fabricating  anticipated 
weak  production  schedules  in  the  third  quarter,  reflecting  decreased  auto 
production: 


.  In  July,  47  per  cent  of  manufacturers  expected  production  declines  in  the 
third  quarter  --  almost  double  the  percentage  of  three  months  earlier. 

.  Excess  finished  goods  inventories  were  reported  by  34  per  cent  of  respond¬ 
ents. 

.  Third  quarter  declines  in  new  orders  were  reported  by  49  per  cent  of 
respondents  —  up  from  39  per  cent. 


5.  Inventory  Positions  Mount 

Rising  inventory  to  sales  ratios  for  manufacturers,  wholesalers  and  retailers 
during  the  past  year,  indicate  the  extent  to  which  production  has  outrun  weaker 
demand,  particularly  in  consumer  and  export  markets  (Table  4).  As  excess 
inventories  are  worked  down,  production  prospects  in  the  sectors  involved  will  be 
further  damped. 

.  On  an  economy-wide  basis,  the  inventory  to  sales  ratio  has  risen  to  2.72 
and  2.65  months  sales  in  1980:1  and  1980:2.  It  was  2.27  in  1978.  Since 
1979,  inventories  have  increased  $4.8  billion  beyond  what  would  be 
indicated  by  growing  sales. 


CANADIAN  INVENTORIES  MOUNT 


(Per  Cent  Growth  from  Year- 

-Earlier  Levels) 

TABLE  4 

1978 

1979 

1980:1 

1980:2 

April 

1930 

May 

June 

Economy  W  ide 

.  Sales 

9.9 

11.2 

13.2 

10.6 

— 

— 

— 

.  Inv.  to  Sales  Ratio 

2.27 

2.44 

2.72 

2.65 

— 

— 

— 

Manufacturers 

.  Shipments 

18.5 

17.3 

11.7 

5.8 

11.6 

2.6 

3.8 

.  Inv. to  Shipments  Ratio* 

1.94 

1.96 

2.02 

2.05 

2.06 

2.06 

2.04 

Wholesalers 

.  Sales 

15.6 

17.1 

14.9 

8.7 

14.1 

7.2 

5.3 

.  Inv.  to  Sales  Ratio 

1.73 

1.33 

2.06 

2.06 

2.06 

2.04 

2.08 

Retailers 

.  Sales 

11.6 

11.9 

8.9 

5.9 

9.0 

8.1 

0.6 

.  Inv.  to  Sales  Ratio 

1.73 

1.88 

2.  10 

2.01 

n.a. 

n.a. 

n.a. 

Source:  Statistics  Canada 

Note:  Inventory  to  sales  ratios  indicate  months  of  sales  held  as  inventories. 

*  Inventories  of  raw  materials,  processed  and  finished  goods. 
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(a)  Canadian  manufacturers  have  found  themselves  increasingly  obliged  to  carry 
larger  than  needed  inventories  —  despite  dramatic  increases  in  the  cost  of 
borrowed  funds.  On  falling  sales,  manufacturers'  total  inventory  to  sales  ratio  has 
risen  sharply  to  2.04  months  sales  in  June,  from  a  trough  of  1 .75  months  sales  in 
October  1978. 

.  The  manufacturing  sector  is  now  carrying  $2.0  billion  of  finished  goods 
inventories  beyond  what  would  be  indicated  by  shipments  growth  since 
1979. 

.  Finished  goods  inventory  positions,  in  particular,  have  deteriorated 
substantially.  The  finished  goods  inventory  to  sales  ratio  in  1980:2  reached 
0.72,  up  from  a  low  of  0.59  in  December  1978. 

With  June  shipments  declines  in  8  of  20  submanufacturing  industries,  on  the 
heels  of  May  declines  in  10  of  20  and  April  declines  in  15  of  20: 

.  Export  and  auto  oriented  industries  such  as  rubber  and  plastic, 
transportation  equipment,  wood,  primary  metals,  metal  fabricating  and 
chemicals  are  all  experiencing  higher  inventory  to  sales  ratios. 

.  Non-auto  consumer  durables  industries  such  as  leather,  textiles,  clothing, 
and  furniture  have  seen  weak  sales  and  rising  inventory  ratios,  while; 

.  Import  competing  industries  such  as  machinery,  and  electrical  products 
have  also  seen  rising  inventory  ratios  in  recent  months. 

(b)  After  strong  1979  wholesale  shipments  growth  of  17.1  per  cent,  the  wholesale 
sector  is  experiencing  only  modest  sales  performance  this  year  and  significantly 
higher  inventory  to  sales  ratios  than  in  1979. 

.  Wholesale  inventory  accummulation,  unjustified  by  sales  growth  since  1979, 
reached  $1.7  billion  in  June  1980  —  the  latest  monthly  figure  available. 

.  Sharply  weaker  sales  and  rising  inventory  ratios  have  been  noteworthy  in 
farm  machinery,  apparel  and  dry  goods,  metals,  and  construction  materials. 

(c)  Retail  sector  sales  growth  is  barely  keeping  pace  with  inflation.  Inventory 
increases,  unjustified  by  sales  growth  since  1979,  reached  $905  million  in  the 
second  quarter. 

.  Department  stores  in  particular  have  experienced  steady  inventory  to  sales 
runups  since  1978,  with  inventory  ratios  rising  from  3.1  months  sales  to  4.1 
months  sales  in  1980:1. 

.  Autos,  auto  parts,  furniture,  electric  appliances,  clothing  and  hardware 
'  retailers  are  experiencing  difficulty  keeping  their  inventories  in  line  with 
slowly  growing  sales. 
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IV.  ONTARIO  INDUSTRIAL  PROSPECTS 

(a)  North  American  recession  impacts  will  be  felt  in  a  wide  range  of  Ontario 
industries.  Export-based  industries  will  see  weaker  prospects,  with  negative  real 
growth  in  the  U.S.  economy  this  year  and  only  marginal  improvement  in  1981: 

.  Weakness  in  the  U.S.  housing  and  auto  sectors  will  hurt  "upstream" 
supplying  industries  such  as  wood  products,  primary  metals,  metal 
fabricating,  rubber  and  plastic  products.  Iron  and  steel,  copper,  aluminum 
and  zinc  will  experience  soft  markets. 

(b)  In  Canada,  a  tight  policy  setting  and  slumping  housing  and  auto  markets  will 
depress  a  number  of  Ontario  industries.  Sluggish  Ontario  and  Canadian  job  growth 
in  1980  and  1981  will  limit  growth  in  personal  incomes,  while  continuing  inflation 
further  squeezes  household  purchasing  power.  Along  with  high  interest  rates, 
slower  family  formation  and  population  growth,  these  factors  paint  a  weak  picture 
for  the  basic  determinants  of  household  expenditures  --  particularly  for  auto,  other 
durables  and  housing  outlays. 

.  Auto  sector  weakness  will  spread  to  input-supplying  industries,  particularly 
primary  metals,  metal  fabricating,  rubber,  plastic  and  textiles. 

.  The  trend  in  favour  of  renovating  existing  homes,  at  the  expense  of  new 
housing  starts,  will  accelerate  with  higher  energy  prices.  This  trend  will 
tend  to  damp  prospects  in  the  furniture  and  fixtures,  electric  appliance  and 
floor  coverings  sectors. 

(c)  Slack  in  the  housing  market  will  tend  to  be  offset  by  strength  in  new  plant 
and  equipment  spending.  Advancing  the  schedule  of  large  energy  projects  will  also 
provide  some  support  in  the  energy-related  machinery  and  metal  fabricating 
industries,  while  energy-saving  products  and  insulation  materials  will  be  in  high 
demand.  Recently  released  revised  investment  intentions  confirm  this  more 
optimistic  picture  of  strengthening  plant  and  equipment  spending  for  1980: 

.  Total  Ontario  investment  plans  are  now  up  16.3  per  cent  from  1979  levels, 
or  about  6  per  cent  in  volume  terms.  Canadian  investment  plans  stand  14.8 
per  cent  above  last  year's,  a  more  modest  volume  increase. 

.  In  Ontario,  the  mining,  manufacturing,  transportation,  communications  and 
utilities,  trade,  commercial  services,  institutional  and  government  sectors 
all  saw  upward  revisions  from  preliminary  1980  investment  plans. 

.  Ontario's  transportation  equipment  (129.3  per  cent),  petroleum  and  coal 
products  (103.7  per  cent),  paper  (81.0  per  cent),  tobacco  products  (39.7  per 
cent),  furniture  (37.7  per  cent),  clothing  (32.8  per  cent),  electrical  equip¬ 
ment  (32.2  per  cent),  primary  metals  (30.3  per  cent),  machinery  (43.3  per 

'  cent),  textiles  (31.0  per  cent),  leather  (23.2  per  cent),  metal  fabricating 
(22.3  per  cent)  all  reported  planned  increases  above  the  provincial  average. 
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PUBLIC  AND  PRIVATE  INVESTMENT  INTENTIONS,  1979-1980 

($  Millions,  Per  Cent  Growth)  TABLE  5 


Ontario 


Canada 


1979 

1980 

Mid  Year 

1979 

1980 

Mid  Year 

Agricultural  and 

958.9 

969.4 

4,361.0 

4,619.2 

Fishing 

(20.9) 

a.i) 

(25.4) 

(5.9) 

Forestry 

33.8 

38.5 

302.7 

309.6 

(64.9) 

(13.9) 

(25.7) 

(2.3) 

Mining 

413.0 

576.3* 

5,272.6 

7,786.4* 

(43.2) 

(39.5) 

(35.1) 

(47.7) 

Manufacturing 

3,480.3 

5,033.4* 

7,320.4 

9,541.6* 

(12.8) 

(44.6) 

(18.5) 

(30.3) 

Construction 

264.4 

281.1 

971.0 

1,069.2* 

(5.2) 

(6.3) 

(11.0) 

(10.1) 

Transp.,  Comm.,  and 

3,267.5 

3,677.5* 

11,883.3 

13,324* 

Utilities 

(7.4) 

(12.5) 

(12.9) 

(12.1) 

Trade 

466.3 

552.2* 

1,368.2 

1,583.7* 

(2.3) 

(18.4) 

(13.8) 

(15.8) 

Finance 

1,020.4 

1,116.0 

3,111.9 

3,552.7* 

(15.1) 

(9.4) 

(23.4) 

(14.2) 

Commercial  Services 

1,231.9 

1,544.4* 

3,273.7 

4,004.9* 

(25.9) 

(25.4) 

(25.8) 

(22.3) 

Institutions 

386.4 

410.3* 

1,751.1 

1,953.2* 

(3.2) 

(6.2) 

(13.5) 

(11.5) 

Gov't  Departments 

1,715.4 

1,833.5* 

6,343.1 

6,829.4* 

(1.7) 

(6.9) 

(8.6) 

(7.7) 

Housing 

3,588.6 

3,529.9 

11,481.7 

11,366.3 

(-3.0) 

(-1.6) 

(0.3) 

(-1.0) 

Total 

16,826.9 

19,562.5* 

57,440.7 

65,935.5* 

(S.l) 

(16.3) 

(14.1) 

(14.8) 

Source:  Statistics  Canada 

* 


Stronger  in  the  Mid-Year  than  in  the  Preliminarv  Survey 
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(d)  While  Ontario  industries  report  significant  plans  to  replace  plant  and  equip¬ 
ment,  they  are  doing  so  despite  weak  near-term  market  prospects.  Facing  slow 
sales  and  large  inventory  overhangs,  many  Ontario  sectors  can  expect  to  experi¬ 
ence  substantial  production  declines  this  year  and  only  modest  growth  in  1981: 

.  In  the  current  recession,  Ontario's  transportation  equipment  sector  is 
seeing  more  severe  declines  than  it  did  in  1974-1975.  By  1980:2  production 
has  already  dropped  38.2  per  cent,  from  its  1979:1  peak.  By  contrast,  in 
1974-1975,  it  suffered  a  peak-to-trough  decline  of  only  16.2  per  cent. 

.  As  domestic  producers  have  been  penalized  by  the  shift  in  demand  toward 
smaller  cars,  importers  have  increased  their  market  share  to  17.7  per  cent 
in  Canada  and  27.0  per  cent  in  the  U.S.  in  1980:2  —  up  respectively  from 
12.8  and  21.8  per  cent  in  1979. 

.  Foreign  suppliers  are  also  moving  production  facilities  to  North  America. 
While  Volkswagen  is  already  located  in  Pennsylvania  and  Detroit,  Nissan, 
Honda  and  possibly  Toyota  are  considering  U.S.  plant  locations  and  various 
federal,  state  and  local  government  inducements  to  new  automotive 
investment. 

.  The  shift  in  the  pattern  of  auto  demand  also  implies  that  the  "big  four" 
must  retool  to  accommodate  the  new  market.  Losses  incurred  by  G.M., 
Ford  and  Chrysler  in  the  first  half  of  1980  constrain  their  ability  to  convert 
existing  production  facilities.  Already  Ford  and  Chrysler  have  cut  their 
North  American  investment  plans  for  the  next  five  years  by  U.S.  $3  to  $4 
billion.  G.M.  however,  has  accelerated  its  investment  plans  to  U.S.  $40 
billion. 

.  With  close  to  40  per  cent  of  Ontario's  manufacturing  sector  depending 
directly  or  indirectly  on  the  auto  and  related  sectors  and  with  Ontario 
plants  producing  the  less  popular  larger  cars,  the  sharp  drop  in  auto  sector 
demand  is  spreading  to  rubber  and  plastic  products,  textiles,  primary 
metals,  and  metal  fabricating. 

.  In  addition,  the  sharp  drop  in  housing  starts  to-date  in  1980  will  have 
repercussions  on  the  production  of  the  non-metallic  minerals,  furniture  and 
fixtures,  and  wood  products  sectors,  all  of  which  will  experience  output 
declines  this  year. 

.  Weak  consumer  demand  for  semi-durables  will  also  contribute  to  1980 
production  declines  in  textiles  and  related  sectors.  The  scheduled  removal 
of  import  quotas  on  textiles,  clothing  and  leather  goods  at  the  end  of  1981, 
could  put  further  competitive  pressure  on  these  sectors. 

Twelve  of  twenty  Ontario  manufacturing  industries,  which  together  account 
for  more  than  50  per  cent  of  Ontario  manufacturing  production,  can  expect  1980 
production  declines  of  at  least  3  per  cent  --  for  some,  like  transportation 
equipment  at  24  per  cent,  considerably  more. 

Total  Ontario  manufacturing  production  has  already  dropped  8.7  per  cent 
below  its  1979:1  peak,  and  is  forecast  to  "bottom"  after  a  9.3  per  cent  decline. 
This  is  only  marginally  less  than  the  sector's  9.7  per  cent  peak-to-trough  decline  in 
the  1975  recession. 
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MANUFACTURING  OUTLOOK:  ONTARIO,  CANADA,  1980-1981 
(Per  Cent  Production  Growth) 

TABLE  6 

1979  Industry 

Ontario 

Canada 

Share  in  Ontario 

Manufacturing 

1980  1981 

1980  1981 

* 


Declining  Industries 

Transportation  Equipment 

16.2 

-23.9 

6.4 

-18.2 

5.4 

Clothing 

1.5 

-11.8 

1.0 

-12.4 

4.1 

Rubber  &  Plastic  Products 

4.6 

-11.4 

1.7 

-11.6 

1.8 

Non-Metallic  Minerals 

3.1 

-11.0 

-0.5 

-8.7 

2.1 

Textiles 

3.2 

-6.7 

5.8 

-6.0 

4.9 

Wood  Products 

1.3 

-5.0 

-3.6 

-7.9 

-2.8 

Metal  Fabricating 

8.4 

-5.0 

4.0 

0.9 

-1.6 

Primary  Metals 

9.0 

-5.0 

-3.4 

0.4 

-3.0 

Knitting  Mills 

0.4 

-4.2 

10.1 

-2.5 

7.7 

Leather 

0.8 

-3.8 

-7.5 

-6.9 

-6.7 

Tobacco  Products 

0.7 

-3.7 

2.2 

3.5 

-1.5 

Miscellaneous  Manufacturing 

4.2 

-3.5 

-1.8 

-5.9 

0.9 

Paper 

4.7 

-2.9 

-4.1 

-1.2 

-2.7 

Furniture  &  Fixtures 

1.5 

-0.5 

-5.8 

-3.8 

-4.6 

Chemical  Products 

7.5 

-0.3 

2.3 

2.5 

3.4 

Machinery 

7.3 

0.0 

5.5 

2.0 

4.7 

* 

Growing  Industries 

Electrical  Products 

8.8 

2.7 

-1.6 

0.8 

-2.0 

Food  and  Beverage 

10.2 

3.7 

-1.7 

2.4 

-1.3 

Printing  and  Publishing 

5.3 

4.9 

1.8 

4.9 

1.1 

Petroleum  and  Coal 

1.3 

5.7 

4.0 

-4.3 

-2.9 

Total 

100.0 

-5.5 

1.1 

-3.2 

0.4 

Source:  Statistics  Canada  and  Economic  Research  Branch. 

*  Ranking  reflects  Ontario  1980  production  performance. 
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ONTARIO  MANUFACTURING  PRODUCTION:  KEY  SECTORS,  1975  -  1981 
(Per  Cent  Annual  Growth) 
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(e)  Peak-to-trough  declines  will  exceed  those  of  the  1973  recession  in  a  number 
of  major  Ontario  manufacturing  sectors: 

.  Transportation  equipment,  where  production  is  currently  down  38.2  per 
cent,  will  see  a  peak-to-trough  production  decline  of  39.4  per  cent  --  more 
than  twice  its  1973  decline. 

.  Machinery  production,  down  10.3  per  cent  and  close  to  its  trough,  has 
already  exceeded  its  1973  decline. 

.  Ontario  metal  fabricating  production  is  expected  to  fall  12.3  per  cent  to  its 
trough  —  marginally  more  than  its  1973  decline. 

In  some  sectors,  anticipated  production  declines  peak-to-trough  will  fall  short 
of  those  experienced  in  the  1975  recession: 

.  Electrical  products  producers  may  experience  production  declines  of  only 
one  third  of  the  9.1  per  cent  1975  decline. 

.  In  primary  metals,  the  anticipated  decline  of  11.0  per  cent  to  a  1981  trough 
will  be  considerably  smaller  than  the  17.2  per  cent  experienced  in  1975, 
while; 

.  In  rubber  and  plastics,  the  15.4  per  cent  decline  to  the  1980  trough  will  be 
almost  as  large  as  the  16.2  per  cent  decline  to  the  1975  trough. 


PEAK-TO-TROUGH  PRODUCTION  DECLINES:  ONTARIO,  CANADA,  1974-1975,  1979-19S0 
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PEAX-TO- TROUGH  PRODUCTION  DECLINES:  ONTARIO,  CANADA,  1974-1975,  1979-19X0 


-10% 


-:o% 


-30% 


-40% 


1374-1975 


1979-1380 


1 

J  ONTARIO 


CANADA 


19  - 


(f)  This  weakness  in  key  Ontario  sub-manufacturing  industries  will  produce  a 
sharper  5.5  per  cent  1980  rate  of  decline  in  Ontario  manufacturing  production  than 
the  3.2  per  cent  decline  in  the  Canadian  sector. 

Production  declines  in  all  Ontario’s  goods  producing  industries,  with  the 
exception  of  mining,  will  furnish  weaker  markets  for  such  commercial  services  as 
transportation,  communications  and  utilities,  wholesale  and  retail  trade,  as  well  as 
business  and  personal  services. 

Ontario  agriculture  and  forestry  prospects  have  been  damped  by  weather  and 
fire  conditions  this  summer.  In  the  resource  sector,  only  mining  shows  strength 
after  the  long  Inco  strike. 

The  unemployment-inflation  squeeze  on  household  purchasing  power  implies 
continued  weakness  in  the  wholesale  and  retail  trade  sectors. 

On  the  strength  of  the  housing  resale  market,  the  finance,  insurance  and  real 
estate  sectors  will  see  moderate  growth. 

Federal  and  provincial  government  restraint  will  produce  continuing  declines 
in  the  public  administration  and  defense  sector. 

Overall,  1980  Ontario  production  will  decline  by  1.9  per  cent  as  production 
declines  in  seven  of  eleven  Ontario  industry  divisions.  In  each  case,  these  declines 
will  be  as  large  or  larger  than  in  the  corresponding  Canadian  sector.  Canadian 
production  meanwhile  will  decline  by  only  0.2  per  cent. 


SECTORAL  OUTLOOK:  ONTARIO,  CANADA,  1980-1981 

(Per  Cent  Production  Growth)  TABLE  7 


1979  Sector  Share 

Ontario 

Canada 

in  Ontario  R.D.P. 

1980 

1981 

1980  1981 

if 

Declining  Sectors 

Construction 

4.11 

-11.1 

6.7 

-6.4 

5.8 

Forestry 

0.25 

-7.9 

5.3 

-7.1 

5.3 

Manufacturing 

29.09 

-5.5 

1.1 

-3.2 

0.4 

Agriculture 

1.86 

-5.2 

0. 1 

-0.9 

-0.8 

Public  Administration  6c  Defense 

6.81 

-4.5 

0.9 

-1.0 

0.6 

Fishing 

0.02 

-4.1 

-0.5 

-4.1 

-0.5 

Trade 

11.89 

-3.S 

1.1 

-2.7 

0.5 

if 

Growth  Sectors 

Trans., Comm.  6c  Utils. 

11.26 

0.3 

3.2 

1.7 

3.8 

Business  6c  Personal  Services 
Finance,  Insurance  6c 

19.65 

1.2 

1.4 

2.3 

0.9 

Real  Estate 

14.44 

4.7 

3.3 

3.8 

3.4 

Mining 

0.63 

13.6 

3.0 

4.7 

2.7 

Total 

100.00 

-1.9 

2.0 

-0.2 

1.8 

Source:  Statistics  Canada  and  Economic  Research  Branch 

*  Ranking  reflects  Ontario  1980  production  performance. 
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(g)  On  a  peak  to-trough  basis,  Ontario  wili  experience  a  worse  1980  recession 
than  Canada,  as  Ontario  production  falls  2.7  per  cent  vs.  1.4  per  cent  in  Canada. 

Nonetheless,  Ontario's  relative  performance  will  be  less  weak  in  this 
recession  than  in  the  last.  Ontario's  1980  peak-to-trough  decline  will  just  match  its 
recorded  2.7  per  cent  decline  in  1974-1975.  Canada’s  1980  peak-to-trough  drop  of 
1.4  per  cent  however,  will  marginally  exceed  the  1.1  per  cent  decline  it  recorded 
during  the  last  recession. 

With  a  strong  1981  recovery  in  Ontario  construction,  but  only  weak  growth  in 
Ontario's  manufacturing  and  resource  sectors,  1981  will  see  only  a  weak  cvclical 
recovery  as  R.D.P.  grows. 

While  Ontario's  cyclical  decline  is  deeper  than  Canada's  in  1980,  its  recovery, 
at  a  2.0  per  cent  rate  in  1981,  is  marginaily  stronger  than  the  1.8  per  cent  growth 
of  the  Canadian  economy. 
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